946
947
94138
949
950
951
952
0953
954
955

956

958
959
960
061
962
963
064
D65
966
267

9268

recommendation dees not make these subsidies she purpoﬂed]j wdentbfies exphoil,
rather, she coptinues the subsidies as they are. bul denies access 1o the TUSF fnn&
1o compames who purpertedly have such subsidies mn their rates. I Ms. Hegstrom
iruly believes that the HAJ rates identify the approprate costs and that thev can be
used to identify a subsidy Jevel, a proposal 1o take achon consistent with the
statule would be one that would rednce access rates 1o those levels and prowvide
mcreased IUSF funding to companies to replace those purported subsidies. For
example, on AT&T Exhnint 5.3, Ms. Hegstrom has identifred the actual anpual
sevenne and the HAT annual costs for those compames whose rates are higher
than the average HAT cost of $0.048 based on AT&T’s HAT assmnptions. 1ITA
Exlnbat 4, Attachment Srevises the AT&T exlobil to add 1otals o these hwo
columns and o calculated revenue difference that wonld resnltif these companies
rotes were retuced 1o the $0.048 Jevel. The differenceis $7,135.654. Using Ms.
Hegstrom’s assumphions { with wiich 1 do not agree) and her calcolations the
1dentifed purported subsidy 15 32,135,654, Under Ms. Hegstrom’s assumptions
this is the subsidy for which the statute says the Commmission should detenmine a
method of making it exphcil. Implementation of such a method could be done,
under these assumplions, by reducing the access rates of the companies 1o $0.048.

and mcreasing their JUSF funding by $2,135,654.

Are you recommending that the Commuission do thas?
No, Fam nol. 1do not agree with Ms. Hegstrom’s HAI assumptions nor her

methods. I further do not believe thal the statute requires action by the
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Commssion to m fact remove any 1dentified subsidies. However, 1f the
Commission pursues the use of Ms. Hegstrom’s rationale regarding the use of
average HAD costs, but individual company rates and beheves some achon should
be 1aken, the acion desenbed in the previous answer 1s rpore approprate than Ms.
Hegstrom’s secommendalion to make certom companies imehgible lo recerve

JUSF funding.

What 1s your recommendation regarding access rates i this proceeding?

J do not beheve 1 3s an appropnale action stem for 1his proceeding ond wounld
recommend that no n('fess rates be changed as a result of the proceeding. 1 also
recommend tha the Compmission reject Ms. Hegsirom's propoesal to make
compames whose access rales are gher than the HAJ costs inehmble for JUSF

fonding.

STAFF'S TRANSITION PLAN

Q.

Staff witness Hoagg in his testimony proposes two different transition plan for
mplementation of his proposals. Can you comment generally on these proposals?
Yes. While ] do not agree with the affordable rates proposed by the Staff and
with the use of the HAl model resulls to hmit the funding as Mr. Hoagp has
proposed, 1f the Commission chooses to implement these proposals, or proposals
srmmlar 1o these which would severely nmpact the companies and their end vser
customess, 1 believe that Mr. Hoagp’s proposals for five-year transition penods

are not only appropriate, but are imperative.
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Tuaming first 1o s proposal for a transibion to the Staff proposed affordable rates.

Can you briefly sumnmarize the S1aff’s proposal and comment upon it?

Yes. Mr. Hoagg and Dr. Staronczak propose that rather thon an ynmediate
reduction in fupdimg to recogmze the higher affordable rates that a transition be
conducted over a penod vp 1o Hhive vears 1 Jength. Speaifically they propose that
rotes would nse 32 per month each year or by one-Hifth of the difference between
the current yate and the of fordable rote, whichever s greater. This rate difference
would be reflected 1n the calculanion of the JUSF funding whether or not the

company s fact sosed 1s rates.

Both Mr. Hoagg and Dy Staranczak make a point of the fact that compames
wonld not have 10 mcrease thew rates bl would have a choice 13 the matier.
Wha! are your commenis on these observations?

1 agree that compames would have that discretion and that 1n sorne cases the
compames may be able io amplement other sirategies and thus avoid a rale
increase. However, neither the staff winesses or the Commission should remam
under an 1llusion thal these rate mcreases will not generally take place. Given the
circumstances surrownding this case and the primary vse of the eamings lest as a
Iimitation of the companies’ funding, the Comumssion should expect that in most
cases the implementation of the proposal of the staff will result m rate increases

by the companies.
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Tuming now to the second tramsiional proposal of My, Hoagg, the proposal
regarding phasmg in the use of the HAY resnlts as a hmitation on TUSF funding.
Can you commem on this proposal?

First, Y must reslerate that 1 disagree with Mr. Hoagp's proposal to use the
individual company HAT resulis 1o It the amount of USF funding. However. 1f
the Commission decides 1o pursue this course of action, 1 believe thot Mr,
Hoagg’s proposal 1o phase this it 1o over a five yeor perntod s essentia). HITA
Exhint 4. Attachment 7 shows the potential end user rate Jevels that would be
requited to provide the support shown by ihe individual company’s ermngs
analvsis. For most of these companies 1he rate impacts are very siemhcant. The
Staff’s proposal 1o phase-in these impacts over a five year penod 1s only pradent
to allow the compames and customers time 1o adjust 1o changed ciTcumstances
and lﬁ allow the Commnission 1o momtor the impact of this proposal and evoluate

its continued appropriateness.

In his reply testimony, Venizon witness Beauvais suggests that the fransition plan
should be shorter for some companies and should be individualized basea on their
specific rale situation. 'What js your comment on this proposat?

1believe thal the Staff transition as proposed substantially accomplishes what Mr.
Beauvais 15 suggesting because the propose a rate increase of the higher of $2
each year or one-fifth of the difference between the current and affordable rate. A

review of Staff Exlnbit 3.0, Schedule 3.02 shows that some of the companies
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reach the affordable rate Jevel in the first or second years. and many of them reach

those Jevels by the third year.

Mr. O'Brien. n his rebuttal teshmony suggests a fonr-year transition with 2/5 of
the change 1 the first year. What 15 yous resction to Ins propesal?

1don’t behieve that the front loading of the smpacts appropnoate. For the
companies Who have the Jowest rales, the Stoff s preposal wondd have their rates
more than doubled n the first year. My O'Bnen’s proposal would cause those
rales 10 be topled with a monthly merease of over $9 per hine. 1 beheve that the
Staff”s proposal for equal increases over the ive-year penod 1s 2 more appropnate

approach and will canse fewer customer problems.

THE ISCECA AS THE INITIAL ADMINISTRATOR

Q.

Please address the recommendations of other witnesses concermng the
Admnistrator for a pew Umiversal Service Fund.

The Parties, mcluding Staff winess Clausen, generally agree with my
recommendation that the ISCECA should be selecied as the imtial Fund
Administrator. The designation by the Commission of the ISCECA, as the imtial
Fund Adminisirator, 1s of considerable importance, since the Fond needs to be in
operation and in a position to collect and distnbute funds, by Oclober, 2001 {the

menth followmg the expirabion of the DEM Weighting Fand).
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The seleclion of a more permanent Adomnistrator, whether as a resull of a biddiﬁg
process or by some other means, should be addressed m a Subsequeﬂ phase of
this proceeding following workshops o5 discussions convened by the Staff
directed at defermiming bow best 16 proceed with the selection of a more
permanent Admnistrator. The ISCECA was created al the dircctipn of the
Commassionin an Interim Order entered i Dockel No. 83-0142 and is subject 1o

any appropnate oversight by the Commission.

The Commssion’s Order will also need to authonze the 1ISCECA 10 collect from

the Funding Camers all expenses of administering the Fund.

FUND ADMINISTRATION AND IMPLEMENTATION JSSUES

Q.

Are there a number of fund admmnstration and implementation issues thal must be
resolved?

Yes, there are. A number of wiinesses have commented or made
recommendations concermng some of these issues. As Iindicated in my Direct
Testimony, the current procedural schedule m these proceedings anticipate a
Commission Order sometime m September, 2001, only a few days before the
DEM Weighting Fund fenninales. Depending on the decisions made by the
Commission, there will be very hiltle time 1o effect implementation in order for
funding 1o the new Fund recipients to commence on October, 200}, The Parties
have agreed to hold a further workshop in an altempt to address admimsiration

and implementation issues with the hope of minimizing the problems.
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Q.

Unfortunately, ime has not allowed for that workshop to yel occur, although it is
my vnderstandin g that Stoff may be proposing to conduct such a workshop shortly
afler the completion of the bearings in these dockets and prior 1o the ime Imhal
Brcfs are filed. The IITA encourages this process and will fully participate in it
Hopefully, some consensus can be reached at sueh a workshop and a mechamsm
developed, such as a Staff Report 1o be hiled and included 1n the record, that will
provide the Hearing Examiner and the Commission with additional information.
Nonetheless, 3115 my beliefl that the Commission will need (o address certain

admimstration and implementation issnes in its Order.

In your opimien. what should be the Commssien's pnmary focus withregard 1o
mtalimplementation?

With regard to smnal implementation, the Commission’s prisnary focus should be
on assunng a conhinuily of timely universal sexvice support (o the small
companies. The lihnois ssmall companies have been recetving monthly payments
from the Hlinois High Cost Fund and/or the DEM Weighting Fund, which in
many cases represent a significant portion of 1he companies’ revenues and
monthly cash flow. Those Funds are necessary for the compamies 1o meet their
financial obhigations and their service obligations. A disruption of the flow of

those Funds could have senious consequences.

What Commission determinations will assist in meeting that objective?
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The Fond Admnistrator will peed to be in a position 1o quickly lill Funding
Camners for thew proportionate funding responsibility so payments can be made
and funds distnbuted n Oclober. 2001 Obviously, the Fund size and the fimding
methodology will determine the amount of each Funding Carrier's obligations and
the arnount of the bill that will need to be sent ovl. However, beyond that_in
order for there 1o be a quick implementation, known and exishing data should be

nsed 1o allow for rapnd implementation.

If the Commission cheoses intraslote reta) revenues as the funding methodology,
the Funding Carmers’ ymtial obligations should be based on existing and avamlable
data. To the best of my knowledgee, the only sovrce of existing data that would be
immediately avalable wonld be from the Funding Compames’ year 2000 Annual
Reports filed with the Commmssion. Therefore, it would be my recommendation
that this data be used 1o eshimate the Funding Carpers’ intrastate retall revenues,
or stated another way, each Carmier’s imitial estimated funding obhgation. An
allemative source which is not so immediately available would be a datarequest
from the stalf 10 all camers for such data based on their Jatest reports to the FCC

regarding retail revenues which, 1 believe, include intrastale retail revenves.

‘What is the problern with this altemative suggestion, such as the use of more vp-
to-date inirastate retal revenues?
Again, to the best of my knowledge, that information is not readily avaijable so as

to allow the Fund Administrator to expeditiously estimate the amount of a
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Funding Cammier’s fonding responsibihiy and bill thern for that amount 1f the
Fund Administrator (or the Staff, as discussed below) had 1o send out Dala
Requesis to the Jarge number of local exchange camers and interexchange
camners certificated 1n Hlinos, there would undonbledly be a1 least delaysin
detenmmimng the source data for making a deteynunation about individual
compamnes’ funding responsibilities and potennial problems based on the ime
penod chosen as to the availability of thal information from individual companies’
books and records. However, the nse of anammediate data request might gather
considerable dala that could mmprove the esimating copabihities of the Fund

Admmstralor.

Even if the Commission determnes that Funding Camers’ respopsibihizes should
be estirnated based on the year 2000 revernies as conlaned 1n the compmpes’ JCC
Ammual Reports, are there remaiming implementation problems with regard to the
Fond Admmstrator's ability to promptly send oul an appropnate till 1o the
Funding Caniers?

Yes, 1 believe there are. It is sy understanding that the 1CC Annual Reports of all
types of Jocal exchange carners and inlerexchange carmers, except incombent
local exchange camiers, are routinely accorded propoetary treatment by
Commission Order. As aresult, the Fund Admmstrator could not gain access 1o
that information. I believe the Commission will need to direct the Commission’s
Staff to collect the requisite infonmation and supply it 1o the Fund Admimstirator

or aliernatively allow the Fund Admimstrator access to that mformation.
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Obvicusly, the Fond Admmstrator should be required to accord proprietary

trealmert 10 mdividual company mfornmation.

1Mbe Commission deternones that there should be a nmform percentage
surcharge opphed by all Funding Carmers lo customers’ bills, how should that be
determined and implemenied?

With regard to the amount of any wmform percentage surcharge, the Commission
will either have 1o sel that amount for amimiial penod of the Fund based on the
limited information s available on the record or direct the Fund Admimstrator 1o
determime the amount of the surcharge and inform the Carners based vpon a
Commssion’s determined data source or sources. Once again, i Jight of tming
mmplementation issues, 1 as my behef that the amount of the suicharge con most
accnraiely and best be estimated using the year 2000 Annval Reports data,
supplemented, 1f possible, by information gathered from a dotarequest. Whatever
the Commmssion determnnes, they will need to speak with clanty i regard to any
responsibilities designated to the Fund Admmistrator and in regard 1o the

directions o the Camers.

H the Commission adopts a mandatory umform surcharge on intrastale reta}
revenues as the basis for funding, what should be the relationship between the
surcflarge funds collected and the funding obhigations of the Funding Carners?

In the normal operation of the fund, they should be identical. The funds collected

by the Funding Camers fiom the surcharge should be the amount that they remt
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1o the Fund Administrator. This will require the Fond administrator 1o monitos
carefully the monthly funds as they come in and to plan for some level of
conbingency funds to simooth over monthly vanzahons i revenue collections.
Winle this should be the normal operation of the fund, once il 1s working and a
clear and accurate base of intrasiate reti] revenues has been established, there
will hkely need to be some wtial alterabions in this method 10 establish the imhal

funding of the pew JUSF.

Do you have some specific 1deas in smind regarding this inmtial inferim périod?
Jhave some suggesthions in that regard though there may be other ideas that would
work equally well. 1 behieve that at the inception of the fund 1l would be
appropriate to establish ol fumding sequirernents based on estimates of
intrastate retal revenves from the 2000 Anmual Reports and any data regoest
response mformation that might be gathered. Imtial bilhing 1o the fundmg
camers, for a period of up 1o six months, would be made ot fixed arpounts based
on those estimates. This would assure the fund animtial assured amount of
funding while data was gathered on amonthly basis on actual intrastale retajl
revenues. Carriers would collect from their retai] customers based on a uniform
sorcharge and report the revenve base and the amounts collected to the
admimstrator. Afler three months of data is collected, the Fund Adsninistrator
could analyze the revenue base and the collections and be 1n a position to updale

the estimated surcharge, 3f necessary. At the end of the sixth monih, based on this

vpdated data, the administrater could start collecting funds based-on actual billing
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amounts to end users by the carmers rather than on a fixed monthly arnount based

on 2000 estimated revenues.

1f the methed 15 followed, 1sn71 3 Likely thal some comers will colleet more than
their fixed assessment from end vsers while others may collect Jess?

There 1s a strong hkebhood that would be the resull. 1sce two possible
resolutions lo thissssue. Ope s 1o sumply recogmze that 1s a possibihity apd

reqmre the cmers to permanently pay the fixed assessment regardless of whal

they collect from end users. The second possibibty, and one thal 15 fairer to the

Fonding Carmiers, 3s 1o provide for a true-up process ofter the six menth penod 15
ended 1o vltimately bnng the funding requirement into hne with the amounis

collected from end users.

Venzon winess Beauvais reconunends more constant updating of data with
regard 1o iptrastate retail revenues presumably so both the amount of the
swrcharge and individual carner's respensibibity can be determined and adjusied
10 better reflect more recent data. Do you have any comments with regard fo this
proposal?

First, with regard 1o the initial implementation for the reasons 1 have mdicated
above, known and avaiiable data such as that contained in the year 2000 1CC
Annual Reports, should bé used so there will not be a disruption in fimding. On a
going forward basis, 1 recominend that funding obligations be based on the actual

end user surcharge revenue collected from the customers. However, m my

54




1218
1219
1720
122)
1227
3273
3224
1225

1276

71??7

17231
12372
1233
1234
1235
1236
1237
1238
1239

17240

opinion, there are administrative cost considerations and policy considerations as
it perimins to how often the Commission would wamn 1.0 alter the percentage
amonnl of a customer surcharge. Newther the size of any Fund that is proposed
here nor the amount of the surcharge 1s so greal thal vnmecessary admimisirative
expenses should be incurred or cuslomers confused to oblain a "more precise”

calculahion.

];j determmning a Fondmg Camer’s funding responsibiity, are there other 1ssues
that will need to be considered?

Yes, there are. First, an individual Funding Carner's financial ;csponsibility
needs to nchide their share of the cost of administrahon. Since this 1s an enliiely
new Fund with many more Fundmg Comers and the Adminmsirator polentiaily
having additional obhigabions, sn my opinien, the cost of the fund admimstrabon
canmot be accorately projected at this tisne. An adequate amounl should be
allowed for fund admmmistration costs 1o cover the high side of what might ocowr.
I there 1s an over recovery in the firsi year, those amounts would be avaalable to

defray expenses in the second year.

Second, differing from the existing Hhnois High Cost Fund and DEM Weighting
Fuond, which are funded by a few well established and in most cases Targe Ilbnois
carriers, the new fund will have ]ite;aﬂy hundreds of carners with funding
responsibility. It would be naive not to anticipate some carriers with funding

responsibilities who will not pay the amounts for which they are billed, and at
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Jeast some of the carriers, may well terminate service in IHinois dunng the conrse
of the year. With that in mind, it would be my recommendation that for the ymtial
year, there would be a shght over assessINEnt 50 as to make certam the Fond is

fully fupded. Once again, 31 this results 1n an excess balance at the end of the firsl
year, 1his can be taken into account 1n deternimng the funding responsibibiies for

the second year.

A prece part of one the recommendations contained in Verizon wilness Beauvas'
May 11, 2001 testimony was that the Fund Adommisirator could be given authority
to order further contnbutions as needed, presumably 10 ensure that the Fund size
1s estabhished by the Conumssion, incduding administrative expenses, as fully
fimded. Do you agree with that recommendation?

This 35 ap option that should be considered by the Commission and one which ]

would support.

Are these issues that could be further discussed 1n the workshop that the parties
have agreed should be conducted? 7

Yes, they are. 1 would support their discussion in the workshops and other ideas
that could make initial and ongoing imp}ementaﬁon of the fund as smooth as
possible. To the exient that the workshop results in further or different
recommendations, I trost the parties will find a way to appropriate pul those

before the Commission. However, the Conmmission must act on these issues in
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order 1o mplernent the fund and provide necessary fimding 10 the reaipients of the

new JUSF immediately after termination of the exjsting funds.

Tuming now away from imhal wnplementation issues to ongoing fund issues, you
mndicated earlier in your testimony that certan parties apparently envision an
annual filmg process of both arale-of-retum showing, and peshaps, vpdated
studies of the economic costs of providing vmversal service. Please comment.
The Commission will obviously have to determine how often there will be a
review in regard o the Jevel of funding and whal role ihe Commisston desires 1o
play or delegate to an admmmsirator on 2 going forward basis. As Fsiated earlier,
nmpesimg annual costs on the companies, the Commission, and other partics 1o
perform studies, review stadics, make fibngs, and bold hearings should be
avorded if at all possaible. Tywould also think that all parties and the Commission
would agree that a complex hiigated proceeding, such as that m which we are
currently snvolved, i1s an expensive process and should not become an annual

event. Thal 15 certmnty the IITA's position.

Al pages 52-54 of my Direct Testimony, I recommended that the TUSF funding
amounts be reviewed relatively infrequently, such as on a three or five year
limetable. 1also indicated that fimding should not be frozen during that three 1o
five year period but that if industry policy changes at the state or federal levels
that would cause changes in a company’s revenue streams, that this proceeding

should be reopened or a further proceeding initiated to take into account the
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changed circumstances. In addition, individeal companies shovld be allowed 10
maoke appropnste individual cornpany filings if they have a change of
cicumsiances 10 Jight of the rate-of-return constram!. The necd for compames lo
make mdividual company filings would be absolutely necessary if the
Cormmisston adopted (wWhich 1 beheve they should pot} any hmitation based on

HAT quahfications in this proceeding,.

Nothing contamned in the testimony of propesals of other witnesses Jead e lo
change my proposal and recommendation. ' would be the Jeast costly and least
Iigions, while preserving fo the Commission and al} affected parties the abibiy to
reopen ssues related 1o the Unpversal Service Fund based onndustry pobicy
changes at either the state of federal level and allows individual companies to
have their needs addressed if they have a reason to have those peeds addressed

based on a change in circomslances.

Do you believe your proposal 3s supporied by the statulory requirements of TA
967

Yes, Ido.” One of the umversal sexvice principles contamed n § 254(b)(5) is that
"There should be specific, predictable and sufficient Federal and State
mechanisms to preserve and advance Universal Service.” 1 cannotl overemphasize
the need for the small IThnors COIﬁpanies 1o have both predictable and sufficient
stale supporl so they can plap for, budget and make necessary mvestments to

provide the supported services.
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Dd the Federal Cornmnﬁicalions Commission in its recent Order approving, with
cerlain medifications 1o, the Rural Task Forlce Report reference on numerons
occasions thronghout its Qrder as one of the reasons they were adopting the Rural
Task Force Report and the five yeor Plan was because 3t provided specific,
prediciable and sufficient Federal snppbrl 1o corppanies who were in a pesihon lo
mke appropnate mvestmenis to support the provision of Universal Service?

Yes, thats correct.

FUNDING METHODOLOGY 1SSUES

Q.

A

Please comment on the postlions of Stafl and the other Parbies reparding the
appropriate fundineg methedology for a § 13-301(d) Universal Service Fund.

1 bebieve that Staff witness Clansen, o page 2 of is Rebuital Testimony, correctly
charactenzes the pusitions of other Porties that all exther support or are wilhng to
accepl a funding methodology based on the Carner’s intrastate retay] revenues.
This is consistent with Staff’s position and the HTA's recommendation contaiped
in my Direct Testiinony. Consistent with the requirements of § 13-301(d), all
costs of the Fund sﬁou]d "be recovered from all local exchange and interexchange

telecommunications carriers certificated in Ninois™,

Ameritech witness Tom O'Brien, at pages 8 and 9 of his Direct Testimony,
suggests that the Commission should consider whether wireless carness should
also be subject 1o the funding requirement. Do you agree?

No, and certainly not in this phase of the proceedings. First, as indicated above, §

13-301(d) speaks specifically as 1o who the Funding Camers should be and does
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not include wireless carriers. Second, it is my wnderstandmng, that of wireless
carniers were pol given notice of the Commission's investigalion being conduocted
n this proceedings, and while I'm not an attorney, 1t 3s my belied that Jegal
challenges could be raised by wireless camers both under the terms of the statule
and for procedural reasons i there was an atlemnpt to designate them as Funding

Carrters 1n this phase of the proceedings.

Any consideration thot expanding the scope of Fonding Carnters beyond al) local
and inerexchange telecommmunications carmers cerificated in Hhnois should be
done in a subsequent phase of these proceedings or a different proceeding after
appropnate notice. Based on iny parhicipation in the workshops conducted by the
Staff m connection with these proceedings, 1t 15 my understanding that there was
concwrence that any consideration of expanding the scope of Fonding Camers
would be done 1 a subsequent phase of the proceedings. Even if considerations

were given, it 1s my layman's opimon thal a statutory revision would be necessary.

Il the Commission determines that the Funding Carriers should impose a
surcharge on customer bills, on what basis should the surcharge be imposed?

The surcharge should be a set percentage markop 10 be imposed by all Funding
Carriers on the amount of the end user customess’ bl for mtrasiate
ielecommunications services. 1agree with the testimony of Staff witness Clausen,
al pages 4 and 5 of bis Rebuttal Testimony, withregard to why that is the

appropnate methodology.
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A

At page 11 of bis Direct Testimony. Siaff witness Clausen recommends that a
separate jlern appear on the phone bills of customers of recipient carners and sels

2

oul a proposal as to how a customer’s phope )l would leok”. Do you agiee with
s Staff proposal?

No.1donot. The Staffs proposal. in my view, would lead o customer confusion
nstend of customer mformation. I the Staff’s proposal, what 1s stated as the
"monthly hine charge” 15 an amount that could only be deternined by "back
fignring” and s @ meamneless number and can only serve to confuse cuslomers.
In light of the rate-of retarn mitation being considered m connection with this
proceedimg, the back fignred "monthly Iine charge” is nothing more than a
meamneless or pisleading number. The monthly line charge would not be a rate
for basic service that had been filed and approved by the company. 1t wonld not
be representative of the cconomc costs of basic service as determined by the HAL
Model or some other means. In additon, on a poing forward basis, there would
presumably be changes in the amount an mdvidual funded company receives
from the Fund, exther on a yearly or some other basis, that would smpact the
amount of vniversal service funding the company receives (eirther up or down)

1hat would raise or lower the amount of the Staff's proposed "monthly hine

charge”, which in my view would only further confuse customers.

In a.dd}tion, as Mr. Clausen acknowledges in his testimony, any necessary changes

in the billing systems would not, in my opinion, make it possible 1o 3mplement

any such proposal m the near future.
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While first and forernost 1 believe the Staff's proposal s 31l-concerved and should
not be adopled, any consideration of Stafl’s proposal or spmlar proposals should
nol be addressed n this phase of 1he dockets but should be considered in a

subscquent phase of the dockets.

ADMINISTRATION OF ANY "TRUE UP”

Q.

AL

Is the ITA taking a posihon with regard to the "rue-up” 1ssue related fo the DEM
Werghbing Fund?

No. This dispute has been, and remains, between m;(] among the DEM Weighting:
Fundmg Camers, with Jocal exchange caimers, such as Amenlech ind Venzon,
ahgned on one s1de. and interexchange carmers, such as AT&T. MCHYWerldCom

and Sprmt, on the other. However. the JITA recogmzes that the Commussion

shold now resolve this issue.

What wall the Conmnmssion need 1o do1f 3t determines there should be a "true-up”
of the 19981999, 2000 and 2001 DEM Wesghting Funds for any sub-set of
years?

The Commission will need to clearly set forth the methodology to be used for any
ordered true-up. It will need lo identify the data that is 10 be used for each year of
the frve-up. The Commission should direct the ISCECA to implement the true-up
and direct all DEM Weighting Funding Carriers to provide the requisite data to

the ISCECA so the true-up can be implemented and completed 1n a imely

mamner. The JSCECA will need the anthonty and the abibity to first bill and
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collect nnderpayments and then distnbute overpayments. Finally, the
Commisston will need 1o avthonze a mmechansm that voll allow the ISCECA 10

recover their expenses of admimstening any ordered frue-op.

Sprnt wiiness David Rearden, in bis Direct Teshmony, snggests thot carrers
owed mnoney wnder a true-up of pnor DEM Weighting Fands be given "credils”
on a pome. forword basis with regird 1o payments that those carmers may owe 1o
the pew Umversal Service Fund. Do you have an opinion with regard to this
proposal?

Yes.ldo It should not be adopted. Any ordered true-vp of the DEM Weighting
Fund should occuripdependent of the npplementation and Junding of any new
Umiversal Service Fund. The new Umiversal Service Fund 1s separate and distinct
from the prior DEM Weirghting Funds with o different and vasily expanded sel of
Funding Carners. Substandial issues must be resolved 10 1mplement the new
Umversal Service Fund on a timely basis, and the last thing that 15 needed s to
make that implementation more complex by infenmingling nto 11 any ordered

troe-up of the DEM Weighting Fund.

RESPONSE TO STAFF ADJUSTMENT TO FEDERAL USF

Q.

Please describe the federal USF funding adjustment that Staif made in Ball Voss’s

testimony, JCC Staff Exlabit 7.0, Schedule 7.20.
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" The adjustment made by Mr. Voss is intended 1o adjust the earnings leves of the

compames to reflect changes in federal USF support estimated for 2001
companson with that actually seceived i 2000 There are three components
mchuded mthe Staff's Federal funding adjustment that appeared mn Staff Exhibil
7.0, Schedule 7.20. The three (3) funds thot compnse the adjustment that Staff
made are the tradinonal High Cost Loop (HCL) fund. the Local Switching
Suppornt Fund (LS5) and the Long Tenm Support Fund (LTS}, Stafl 100k the 2003
annaalized revenues from all three funds and compared the revenues fo the 2000
fimding as yeported by the Umversal Service Admmstration Corporation (USAC)

and adjusied for the imcrease or decrease in these funds.

Do yow agree with this adjustmem?

Only in part. ) do not take issue with the data sources used by the Staff to
generate the adjustment. 1 agree with the portion of the adjustment that relates to
the HCL fund. 1 do not agree with the adjusiments selated to changes i LSS and

LTS funding.

Why are you in agreement wilh the adjustment related 1o the HCL fund?

'The increase i USF funpding related to the HCL fund 15 known and measvrable
and will result in increased revenues to the mdividual companies. Therefore, 1
agree with ths adjusiment.. 1 have discussed this matter with representatives of

the individual companies and they agree fo this adjustiment as well.
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A

Why do you disagiee with the adjustments for LSS and £.TS57?

Because they do not resnltin additional revenues 1o the compames. Although
there may be changes 1n the federal support funds alocated or assigned to the
companies, there are offseiting rnechamsims which redoce other federal revenue

sowrces so the companies do nol. m totak receive addibonol revenues,

Can you desernibe more specifically the mechomsms reloted to the LTS support?
Yes, 1 can. Al of the compames requesting JUSF funding are members of the
National Exchange Camer Assocraben (NECA) Carner Common Lipe (CCL)
pool. The 1ctal funding that each company will recerve from the pool 3s
determined by mdividuol cost or average schedule study formulas. The revenue
to provide this funding comes fromn four sovrees: 1) the company’s LTS support,
7) the federal Subscnber Line Charge. 3) the per ymnute of uce CCL charges to
carners, and 4) settlerment from the NECA pool. This settJement amount 1s the
difference between 1he funding requirement and the other three revenue sources.
Therefore, if the federal LTS funding goes wp and the funding requirernent and
billed revenue items are held consiant the NECA seitlement will be reduced and
ihe iolal revenve recerved by the company will remain unchanged at 1he Jeve] of
the funding requirement. Since the company will receive no more total revenues
than thetr funding requirement which is already reflected in the earmings analysis

there should be no adjustment for changes m LTS support.

Is the mechamism the same n regard to jocal switching support?
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For average schedule compames it 1s vintnally identical except that there 15 no end
vser SLC chage involved. For average schedule companies, the compames will
shll recerve their “revenne requisement” fiom the NECA peol based on the
average schedule algenthm. The compomes bl a swatching element to the
carniers and reports 11 1o NECA . NECA recerves the LSS support money from
USAC directly and uses i1 as one revenve sonce for fundmg the NECA
settlement between the “revenue requurement”™ and the revenues alled 1o camers.
If the LSS funding atinbuted to the company poes up, the remamng NECA
seltlement would be reduced and the company agmn recerves the “revenue

requirement” already inchided 1n the camngs analysis.

1s the mechomsm the some for LSS foy cost settlement compames?

The mechamsm s a httle different. buat the bacie results are the same. The cost
compamies complete cost studies 1o defermine the Intersiale Switchmng revenue
sequirement. The LSS revenues are then subtracied cut of the revenue
requiresnent and the semainder 15 used to set the Jocal switching access rate.
Therefore, if the revenue requirement is kept constant, the Jocal switching rate
would vafy vp or down depending on LSS supﬁoﬂ funds received. Thus for both
cost and average schedule companies the overall level of revenues received by the
company are basically unchanged by a change m the LSS support. Changes i the

LSS sopport are offset by changes m either NECA settlements or in revenues

billed by the camer under its rates.




- 1493 Q. Have you prepared an Attachment showing the breakdown of the federal support
1494 devé]opt?d by Staff witness Voss intoits three component parls and the
1495 spproprate adjustment for only the HCL support change?

1496 A. Thave. Attached 1s ITA Exlibit 4, Attachment 6 showing the breakdown of the

1497 Total Federal High Cost Funding by HCL, LSS and LTS, Page 1 or 4 shows a
3498 summary of the change in the federal support by component and the lota) change
1499 m the three éomponents. The 1otal amount on 1hs schedule agrees with JCC Staff
1500  Exhibit 7.0, SChedule 720, Page 1 of 2. Pages 2 thyongh 4 of this Attachmen
1501 . show the calculation of the differences in each of the imdividual componenis for
3507 each company for HCL, LTS, and LSS respectively. Page 2 which depcts the
1503 HCL support change between 2000 and 2001 bas some addional columms as
1504 well. Colmmpn (€) contains the revenne increase or deciease for 2001 over Z000.
1505 the amount that | have agreed is an apprepnate adpstiment. Colomn () reflects
1506 for individual companies the adjustments that were made 1n their mibial earmngs
1507 ﬁ]ings relaled 1o this issue. Colimn (g) reflects then the additional adjustient
1508 that would be needed to the company’s eamings filings 1o amve at an adpusicd
1509 TUSF funding request level. 1will include n a separate altachment a revised
1510 calculation of the individual company JUSF funding request levels.

1531

1512 CONCLUSION
1513 Q. Afler seviewing all the lestimony presented in the case, does the II'TA sl support

1514 is iniial proposal 1o the Commission for determining T'USF fondmg?
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A

Yes, 1t does. 1 have ined to respond to the testimony of other pares and provide
ownr rationale for supporhing the vse of the HAJ model only as a proxy 1ool with
the relevant analysis from this tool being done for the prouvp of small Hinois
compamies as a whole. The JIITA continues to support s proposal for using the
exising rates as the affordable riles and agrees that the embedded cost earmings
analysis should be vsed 10 determine JUSF funding without hmstabens from

individual company HAJ resulis.

In your supplemental direct teshimony you presented a schedule 51}10“’ing the 1oial
JUSF funding requested by the companies. Are you presenting a revised schedule
of that funding amount?

Jam. T1TA Exhibst 4. Attachment 10 presents a revised schedule of the requested
funding amounts with certamn adjustments from the imtial amounts. The schedule
shows the imlial requested amount, adjustments made by indivaiduoal cormmpames
since the nitial filing, and the addiional adpstment | have accepted to reflect the
2001 change in federal high cost loop funding discussed above. The Atlachment
shows a requested funding requrement of $14,145,178. 1 -am concemed thal due
10 the lack of time to thoroughly review the rebuttal festimony filed by mdividual
péﬂies thal not all the individual company adjustments that have been accepted by
the companies may be reflected in this schedule. T will continue to review and
venfy the schedule, and if addili‘ona] changes are needed will provide a comrected

copy at the me of the hearing.
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e 1538 Q. Does this conclude your teshmony?
1539 AL Yes_ 1 does.

1540
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¥ NTA Exhibat 4. Attachment |

2 Nhnois Independent rTelephone Assocration
3 Summary of Impact on USF Cost of

4 NTA Assumplion Chinges from Defoult
5

o/
HAI Cost Infference - Change
HAI Default  w/input  Inpul Chapge  from

Cost Change to Defanlt  Default

1 Plant Type Assumptions 3 61.01 § 5856 % (245)  -4.0%
2 Fraction of Buned Plant for

Shifi 3 61.01 § 61.01 % 0.00 0.0%
3 Structire Shanng 3 61.01 § 7861 % 1760 28.8%
4 Epd OfHhce Switching 5 61.01 % 6492 % 3.91 6.4%
S Tandem Rovuted Traffic 3 61.01 § 5967 % (1.34y -22%
6 Total Intereffice Traffic

Fraction $ 6101% 5677 S (1.25)  -70%
7 Cost of Capital 3 61.01 % 0328 9.30 153%
8 Forward Looking Network

Uperations 3 61.01 $ 6232 § 1.3} 2.1%
9 Local Number Portabality 3 61.01 § 60.71 § (0.30)  -05%
10Billmg/Billing Inquiry $ 6101 % 63.87 ¢ 2.86 47%
11 Camer to Carmner Costomer

Service 3 61.01 § 6113 § 0.12 0.2%
12 COE Switching and

Transmission Expense

Factors $ 6101 % 6418 § 3.1¢6 52%

Total Recommendatlion A\ 61.01 3 N67 % 3066 503%
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HTA Exiibit 4, Attachment 2

1. While the weather and geography are same for lhe electnic and lelephone company in a given
locabon, the relative cost of aenal and bured plant censtruction are different. These difeiences
have a significant refalionship o safety considerations because of the dilference in electngat current
caniied over lelephone plant {lypically 48 volts and less than .5 arnps) vs. thal in eleclical distnbubion
plant {lypically hundreds or thousands of volis end signiicant amps).

Typically, telephone companies have found that the total cost of ownership of buried cable is less
than that of aerial cable. Aeral cable fist cost is almost always less than bured cable. However, in
areas such as Winois, whete there is deep sof cover thal accormmeoedales plow lype placement of
buried cable, the additional fyst cos! of buried cable over aenal cable is small.  Aerial cables are
subjed! lo derpage due o hghlening, wind, and ice. Buried cables in inois are subject to faikwre
mainly from unintentionat dig-ups (fincis forunately does nol have either earthquakes or permaliost
heaves, whith do cause significant damage lo buried cables) Thus, in ateas such as Hhnois, the
srnah lirsh cos) advanlage of aerial cable is ulfset by much higher rnainlenance cosls over he e of
the cable. The total We cost of buned cable is lower than tor aerial in Jinois. In areas where there is
signlican! hard 1ock near the surface, the first cost difference increases, and at some poind, the tolal
e cost ol aerial cable becornes lowet. In those areas, lelephone companies ypically etnploy aerial
rather than buried cables. Such areas os the Appalachian Mountains and Hawan, which have very
hard rock with limited soil cover, uilize alarge amount of reral senal telephone constivchion.

Flechic compoanies have Tound aenal cable to be lower in tola) e costs in most areas due o the
significantly higher first cost of construciion of buved elecine cable wbhen cosmpared with aerial
eleclic cable. Buried eleclric cable musl be insulated, whereas aepal power cables are fypically
bare conduciors that use the air between the conductors or insulation. This resulls in much higher
malenal cosls for butied cable vs. aefial cable. In addition, becoause power cable is sitf and butky,
renching is required (vs. plowmg) for constuction. Trenches Jor buied elecine cable Yypically have
1o be three lo four feet deep. Typical cost of construction for plow type conslruclion is $2 50 per fool,
compared with $6.00 or more per ool typical of rench construction. Thus, even if buried eleciic
cable has a Jower annual maintenance cost, the high Tust cost diference gives the overalt ifelime
cosl advartage 1o aerial electric cable. Information received from one source in the electric induslry
indicated that cost of buried three-phase eleclrical plant is almost 60% higher than aeiial eleciiic
plant.

In addition, many older buried eleclric cables have experienced high maintenance cosls. Elecinic
current fowing in cables that pass through wel surrounding malerial {soit} causes corrosion through
an eleclrochemical process known as elecirolysis.  The higher the eleclric current, the grealer the
corrosion.  Thus, a small hole in the nsulation of an eleclric cable can cause corresion and failure.
Buried eleclic cable is much more susceptible to eleckrolysis than seral electric cable. With buried
cable the sumounding sod yemains damp much of the yeor, whereas aerial cable is wel only when it
rains. In addition, chemicals in soif that speed up eleclrolysis are not present in the air surrounding
aengl cables, Thus, depending on soit chemistry and water condilions, buried electric cable may
have a significantly higher maintenance cosl than aerial elecliic cable.

Telephone cables, that carry much lower eleclric currents, and are encased in sheaths that are Nied
with a Vaseline-like waler repellant filler, do not nonmally experience corrosion due to electrolysis.
Typically, buried telephone cables have longer hife than aeriaf telephone cables that are subject o
damage from ightening, wind, and ice.
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HTA Exlnbit 4, Attachonent 3

Excerpt from HAI Inputs Pertfobio, Page 33

2.6.1. Distribotion Cable Sizing Factors
Definition: The factor by which distribution coble 35 mncreased above the size peeded 10 serve a given
quantity of demand in order to provide spare pans fos breakage. line admunisiration, and some armmount of
prowih. HM 5.02 dvides the number of pabs needed in 3 distnbution cable 10 mceet exishing demand by
s factor 1o detenmine the smrmmum number of pans required, then uses the nexi farger avarable size
cable.

Defanl Valwes:

Distribution Cable Sizing Faclors
Density Zone - Faclors
0-5 50
5100 55
100-200 55
200650 60
650-850 b5
850:-2,550 i
2.550-5,000 75
5.000-10,000 T
10,000+ 75

Support: In delenmining appropriste cable size, an outside plant engineer is more interested in a sufbcient
munber of adnumstative spares than in the percent-sizing raho.  The appropnate distnbuotion cable sizing
factor, theaefore, will vary depending upon the size of cable. For example, 75% viihizabion in a 2400 pair
cable provides 600 spares. However, 50% utilization in a 6 pair cable provides only 3 spares. Smce
saller cables are used in Jower density zones, Distribution Cable Sizmg Faclors in HM 5.0a are Jower in
the Jowest density zomes to account for this effect,

In general, the Jevel of spare capacity provided by default values in HM 5.0a 15 sullzcient to meet current
dexmand plus some amount of growth. Because the model calenlates the unit Joop investment cost as the
total loop imvestment (inchuding spare capacity), divided by the current Joop demand, the resuling vt
costs are a conservatively hagh estimate of the ecopomic cost of meeting current Yoop demand. This eccors
because, in sealily, seme of the spare dismbotion plant can and i)} be vsed lo satisfy additional Joop
demand in the future, without causing any additional investment cosl, thus a larger number of customers
will pay for the cable over time. In this sense, the HM 5.0a default values for the disinbution cable sizing
factors are conservatively low from an economic coshing standpoinl.




I ITA Exhibil 4, Altachiment 4

3 FCC Cable Sizing Faclors

Fill Faclors

Doty b Féedert EIDISE T fod S0 o e Comment Sy 2o Sn s
G 7009 500%UNLization factors for feeder and disiribulion plani
g 775%  550%
1000 80.09 5509
2000 825%  60.0%
6500 82.5%  70.09%
850 8259 7509
2550 8259,  75.09%
50000 B25% 7509
10000 82.5% 75 0%,

7 Souvrce: Tenth Report and Order, CC Docket No. 96-45, FCC #99-304, Adopted
October 21, 1999, Appendix Al

8
9
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AT e e & T ¢
1 WY A Exhobst 4, Aftachment 5
[ 2 Revision of AT&T Exhibil 53
3
E Compaison of Access Coslla Access Revenve
-2 o -
HALS Da Individud
[ATET inpuls} Acioad Annud  [Company Eligtiliny
6 Company Nane Ave. Cost | Actual Rate JHALAnnud Cosls Revenue Status
| 7 |Adoms 3 004800 |5 006335 [3% 903456 % 1,188,609 | INELIGIBLE
8 {Ahambia $ 003800 002699]
|9 JCombiidge B ¥ 0QJE00 0.04566
10 [Cass Counly 3 004800 002724 .
[ 11 [Clashevite % 0.01800 007434 29077 36,117 | INELIGIBLE
1Z|CR T 1s boseoo| 005600 25502 321419 | NELIGIBLE
13 {Ciossville 3 004800 0.05418 01,756 17.,;02 | INELIGIBLE
[ 74 |Egyptian |3 ooasno 005416} 0Z172Y | 1042238 | SNELIGIBLE
| 15 |Ei Paso I ¥ 004800 003327 b
16 [F C of Depue 3 004500 004227
17 [FC of Minois 3 004800 0.01357 ) B
18 [FC of Lukeside 3 004809 003157
190FC of Whdland 1 001800 001157) i
20 |FC ol M Pulasti 3 004500 vens7)
21 [FC of Orion 3 0.049800 091157 -
72 [FC of Pranie 3 064500 ponisi| -
[ 73 }FC of Schuyles "Iy Goes00 003157 - j
74 fat Rock 1% 001800 ooares| B
25 |Geneseo Y coamoo | o3y )
6 [Cloiod P, 003820 B . ]
77 {Gralton 5 004800 0.04018 ) } B ) )
EIES § 003800 R i _ o
30 [Harmiton 3 001800 03476
[ 31 [Hasrisonvile BERE vovise| o -
32 [Reny Comnty $ 004800 005309 709860 [ 19,137 | INELIGIBLE
33 IHome $  0.04800 0.05850 79983 365,452 | INELIGIBLE
33 [insman T [% 0D3BoOO 010253 38,802 82,882 | INELIGIBLE
35 [LeHape $ 0.04500 064772 )
36 [Leat River 3 0.04809 011240 131,516 308,670 | INELGIBLE
| 37 [Leonore $ 004800 006374 35059 61,164 | INELIGIBLE
| 38 {Madison § 0.04800 0.09550 628,944 1253,337 | INELIGIBLE
[ 29 [Masseilles $ 004800 007564
40 M Donough $ 004800 0.04064
41 [McNobb 3 004800 aod965|
42 [Metamua 3 0.04800 0.02907
43 [Mid Century i 004800 0.04720
44 [Mont ose 3 0.04800 0.04962
45 [Moulirie 3 004809 0.09744 307410 513,892 | INELIGIBLE
| 36 [New Windsor $ 004809 0.04820 119,600 170,098 | INELIGIBLE
47 |odin $ 004800 0.05587 277,266 322,776 | NELIGIBLE
48 [Oneida $ ©0.04B00 0.05767 92,726 111,306 | INELIGIBLE
49 |Reynolds '$  ©.04800 0.05100 131,603 139,828 | INELIGIBLE
5 [Shawnee ¥ 0.04B00 0.04644 )
51 [Stefle § 004800 0.29407 6,589 40,370 | INELIGIBLE
52 [Tonica 3 0.04800 004794 .
53 [Vicka Home $ 004800 0.04829 153,112 154 037 | INELIGIBLE
154 |Wobash 3 004800 003159
55 W oodhul 3 0.04800 005352 131,150 146,732 1 INELIGIBLE
56 |Yates City $ 004800 0.05036 173341 128,356 | INELIGIBLE
57
| 56 [Totd Small Companies § 0.04500 $ 4645993 3 6781647
| 59 |Revenue Reducton 3 (2,135,654}
50
61
62 I




v ' ’ A Allachmenl 6

- Fage 1ol 4
MSF REQUESTING COMPANIES
Summary of Federal Total High Cost Fund Supporl
For the Years 2000 and 2001
Change in Change in Change in Tolal Change

Line # Company HCL LTS - LS55 In Federal Support
() ) (<) () (€) 0
1 ADAMS TEL COOP % 96,621 3% 2700 % {19,896} § 78,825
z ALHAMBRA.GRANTFORK 147 732 {2,316} (1,437}
3 CAMBRIDGE TEL CO -IL {4,247) 780 (2,112) {5,574}
4 CASS COUNTY TEL CO 38,598 1,488 58,764 98,850
5 C-RTEL CO 21,915 3,060 {16.872) 8,103
6 CROSSVILLE TEL CO 6,474 264 2,012 9,510
7 EGYPTIAN COOP ASSN {115,746) 3,648 (15,228) {127,326)
8 EL PASO TEL CO {59,997) 708 23,064 {36,225)
9 FLAT ROCK TEL CO-OP 2,316 60 26,928 29,304
10 FRONTIER-DEFPVUE 1755 384 5,892 8,031
11 FRONTIER OF ILLINOIS 45510 - 100,560 146,070
12 FRONTIER OF LAKESIDE - - 6,816 6,816
13 FRONTIER MIDUAND (57.444) - 129,636 72,192
14 FRONTIER-PRAIRIE - - {6.864) {G,864)
15 FRONTER-SCHUYLER 80 700 - 106,716 187 416
16 GLASFORD TEL CO (441} 600 5,856 6,015
17 GRAFTON TEL CO 17529 936 6.648 25113
18 GRIDLEY TEL CO 26,39 996 24 540 51,930
19 HARRISONVILLE TEL CO 356,838 15828 (358,416) 14,250
20 HENRY COUNTY TEL CO 7278 737 (792) 7,218
21 HOME TEL CO-ST JACOB 75,450 3,252 38,8927 117,594
22 LA HARPE TEL CO 83928 2,100 1,344 87,372
73  LEAF RIVERTEL CO (29,862) 2472 (28,344) {55,734)
24 MADISON TEL CO 145,167 5,076 66,120 216,363
75 MCDONOUGH TEL COOP 99,105 2,700 55,056 156,861
76 MCNABB TEL CO 5,664 278 {1.296) 4,596
27 METAMORATEL CO - 1,224 {17,724) (16,500}
28 MID CENTURY TEL COOP 96,735 3,240 13,092 113,067
29 MONTROSE MUTUAL TEL (12,990) 612 23,532 11,154
30 MOULTRIE INDEPENDENT {151,308) 1,824 34,368 (115,116)
N NEW WINDSORTEL CO 7,626 2B8B 1,308 9,222
32 ODINTEL EXCH INC {44,172) 2256 {2,808) ' {44,724}
33 ONEIDA TEL EXCHANGE - - 43,320 43,320
34 REYNOLDS TEL CO, INC 8,058 228 7,464 15,750
35 SHAWNEE TELEFPHONE CO 221928 2412 75,624 299,964
36 TONICA TEL CO 8,004 288 {2,316} 6,066
37 V1OLA HOME TEL CO 3,252 348 8,508 12,108
38 WABASH TEL COOP, INC - 1,140 (1.152) {(12)
39 WOCODHULL COMMUNITY 12,438 120 (6,996) 5,562

$ 892713 } 62,724 § 383683 % 1,439,130
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Page 2ol 4
JUSF REQUESTING COMPANIES
Surmmary of High Cost Loop Funding
For the Years 2000 and 2001
2000 2001
HCL HCL Increasef Ortiginal Additional

_ line q Company Annualized Annvalized {(Decrease) Adjustment  Adjs. Needed
(@) (k) {c) {d) fe) {} {9)
1 ADAMS TEL COOP $ 168405 % 264426 3 96,021 % 96,021
Z ALHAMBRA-GRANTFORK 51,855 52,002 147 - 147
3 - CAMBRIODGE TEL CO-3L 25,344 21,107 {4,242) (4,242}
4 CASS COUNTY TEL CO 127,290 165,808 38,598 - 38,5938
5 C-RTELCO 397,419 419,334 21,915 21915 -
6 CROSSVILLE TEL €O 15,850 22,164 6,474 - 6,474
7 FEGYPTIAN COOP ASSN 534,378 418,632 {115,746) (115.746) -
8 EL PASOTEL CO 94 257 34,260 {59,997} (59,997) -
9 FLAT RGCK TEL CO-OP - 2,316 2,316 - 2,316
10 FROMTIER-DEYFUE 15,177 16,932 1,755 - 1755
11 FRONTIER OF ILLINOIS 34 260 79770 45510 45,510
W7 FRONTIER OF LAKESIDE oo - - - -
13 FRONTIER-MIDLAND 267 048 200,604 {57,444} - {57,444)
14 FRONHIER PRAIRIE - - - - -
5 FRONTIER SCHUYLER - 80,700 86,700 - 80,700
% CLASFORD TEL CO 441 - {44 1) - (441)
17 GRAFTONTEL CO 162,363 179,892 1 529 - 17579
13 GRIDLEY TEL CO 31,182 57576 26,394 30.681 (1,287)
iY HARRISONVILLE TEL CO 1.435 980 1,797 818 356,538 356.838 .
20 HENRY COUNTY TEL CO 30,282 37,560 7,278 - 71,278
21 HOME TEY CO-37 JACOH 534,624 610,074 75,450 75,450 -
27 LAHARPE TEL CO 335,207 419,430 83,928 - 83928
23 LEAF RIVER TEL CO 141,407 111,540 {29,862) {29,424) {438)
24 MATHSON TEL CO 699,111 844,278 145,167 212,412 (67 245)
25 MCDONOUGH TEL COOF 163,665 262,770 39,105 99,105 -
Z6 MCNABB TEL CO 18,414 54 078 5,664 5,664 -
27 METAMORA TEL CO - - - - -
28 MID CENTURY TEL COOP 172,425 269,160 06,735 96,735 -
29 MONTROSE MUTUAL TEL 12,990 - {12,990) (12,990) -
30 MOULTRIE INDEPENDENT 430,278 278,970 (151,208) - {151,308)
31 NEW WINDSOR TEL CO 16,152 23,778 71,626 - 7,626
32 ODIN TEL EXCH INC 383,418 339,246 {44,172} (44,172) -
33 ONEIDA TEL EXCHANGE - - - - -
33 REYNOLDS TEL CO, INC 15,984 24,042 8,058 - 8058
35 SHAWNEE TELEPHONE CO 135,084 357,012 221,928 - 221928
36 TONICATEL CO 15,894 23,988 8,094 9,456 {1,362)
37 VIOLA HOME TEL CO 14,856 18,108 3,252 - 3252
38 WABASHTEL COOP, INC - - - - -
39 WOODHULL COMMUMNTY - 12,438 12 438 - 12,428

$ 6511470 % 7504188 3 992,718 3 645927 3 346791
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WSF REQUESTING COMPANIES
Suinmary ol Long Term Supporl
For the Years 2000 and 20013

2000 200 Increasel
Line # Company LTS LIS {Decrease)
(@) ) ) {0) te)
L) ADAMS TEL COOP 181,248 183,948 2,700
z ALHAMBRA-GRANTFORK 48,888 129,620 732
3 CAMBRIDGE TEL CO -0 52,452 53,232 780
4 CASS COUNTY TEL €D 99,636 101,124 1,488
5 C-RTEL CO 205,188 208,248 3.060
& CROSSVILLE TEL CO 18,360 18,624 264
7 EGYFTIAM COOP ASSN 244 344 747,992 3,648
8 EFl PASOTEL CO 47,784 48,492 708
2] FLAT ROCKIEL CO-OP 3,642 3672 60
) FRONTIER-DEFUE 25,260 25,644 384
11 FROMNTIER OF ILLINOIS - - -
12 FRONTIER OF LAKESIDE
13 FRONTIER-MIDLAND -
14 FRONTIER-PRAIRIE -
15 FROMNTIER-SCHUYLER . . -
16 GEASFORD TEE CO 40,668 41.268 600
17 GRAFTON TEL CO 63,396 64,332 936
18 GRIDLEY TEL CO 67,380 68,376 946
19 BARRISONVILLE JEL CO 1,062,270 1.078.104 15.828
20 HENRY COUNTY TEL CO 49,368 50.100 ¥327
21 HOME TEL CO-5T JACOB 218,904 2772156 3,292
2z LA HARPE TEL COQ 141,696 143,796 2,100
23 LEAF RIVERTEL CO 166,536 169,008 2472
24 MADISONTEL CO 341,064 346,140 5076
25 MCDONCUGH TEL COOP 180,696 183,356 2,700
76 MCNABB TEL CO 14,724 14,952 2728
27 METAMORATEL CO §Z,416 83,640 1,224
28 MID CENTURY TEL COOP 217,068 220,308 3,240
29 MONTROSE MUTUAL TEL 41,249 41,856 612
30 MOULTRIE INDEPENDENT 122,352 124,176 1,824
31 MEW WINDSOR TEL CO 19,9038 20,196 288
3z ODIN TEL EXCH INC 151,824 154,08¢ 2,256
33 ONEJDA TEL EXCHANGE - - -
34 REYNOLDS TEL CO,INC 15,383 15,612 228
35 SHAWRNEE TELEPHONE CQO 161,748 164,160 2,412
36 TONICATEL CO 18,972 19,260 288
37 VIOLA HOME TEL CO 23472 23,829 3438
38 WABASH TEL COOP, INC 76,176 77,316 1,140
39 WOoODHULL COMMUNITY 8,064 8,154 120

£ 4212108 § 4274832 % 62,724
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JUSF REQUESTING COMPANIES
Surnmary of Local Swilching Supporl
For the Years 2000 and 2001
2000 2001 Increasef
Line # Company LSS LSS {Decrease)
() (b) () (d) (€)
1 ADAMS TEL COOP - 358,284 338 388 {19,896}
2 ALHAMBRA-GRANTFORK 117,108 114,792 {2,316}
3 CAMBRIDGE TEL CO-1L 124,944 122,832 {2,112)
4 CASS COUNTY TEL CO 245597 304,356 58764
5 C-RTELCO 177,768 160,856 (16.872)
6 CROSSVILLE TEL CO 64,560 67,332 2,772
7 EGYPTIAMN COOP ASSN G545 578 630,300 (15228}
8 ELPASOTELCO 267,228 290,292 23064
9 FEATROCKTEL CO-OF 90,768 117 696 76,928
10 FRONTIER-DEPDE 58,848 64,740 5,897
11 FRONTIER OF ILLINGIS 361,848 462,408 100,560
iz FRONTIER OF LAKESIDE 51.944 68,760 6,816
13 FRONTIER MIDLAMND 4150637 545768 129,626
14 FRONTIER-PRAIRIE 30.564 23700 {6.804)
15 FRONTIER-SCHUYLER 160,896 267 612 106716
16 CLASFORD TEL CO 78,740 24 096 5,856
17 GRAFTON TEL CO 138,084 144 737 6,648
18 GRIMLEY TEL CO 366,374 390,864 24,540
19 HARRISOMNVILLE TEL CO 049248 - 590,832 {358,416}
70 HENRY COUNTY TEL CO 103,512 102,720 (792)
23 HOME TEL CO-5T JACOB 291,512 330,804 38,8927
22 LA HARFE TEL CO 113,304 114 648 1,344
23 LEAF RIVER TEL COQ 249,240 270 896 {28,344}
Z4 MADISON TEL CO 506,316 572,436 66,170
z MCDONOUGH TEL COOP 265536 320,592 55,056
25 MCNABB TEL CO 110,292 108,996 {1,296)
27 METAMORATEL CO 327,132 309,408 {17,724}
28 MID CENTURY TEL COOP 274,632 287,724 13,0927
29 MONTROSE MUTUAL TEL 110,316 133,848 23,532
30 MOULTRIE INDEPENDENT 316,440 350,808 34,368
31 NEW WINDSOR TEL CO 49,524 50,832 1,308
32 OMMN TEL EXCH INC 182,676 179,868 {2,808)
33 ONEIDA TEL EXCHANGE 84,708 128,028 43,320
33 REYNOLDS TEL CO, INC 51,720 59,184 7,464
35 SHAWNEE TELEFHONE CO 399,048 474,672 75,624
36 TONICATEL CO 39,192 36,876 {2.316)
37 VIOLA HOME TEL CO 59,028 67,536 8,508
38 WABASH TEL COOP, INC 329,870 328,668 (1.152)
39 WOODHULL COMMUNITY 150,324 143,328 {6,996)
$ B778080 3 91117668 § 383,688
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Minois Independent Telephone Association
Analysis of mpact of Stalf Propoesal to vse HAl to exclude 1USE Supporl

Alternative #1- Based on Initial Company Requesled Earnings Based Suppor

Rale
Meeded to
Prowvide
Intizl Supponl Access supporV Current Support
Company Requesied Lines Line/Month Rate Amcunl
Gralton $ 2231441 852 & 2185 % 1961 % 4146
Gridley $ 622,955 1441 % 3603 § 2190 % 57.93
Harmsonville % 1,064 529 19690 % 451 § 1918 § 2369
Home 3 633,541 1012 % 5217 % 2175 % 7392
Leaf River 3 263,976 610 § 3606 § 2559 % 61.65
Madison % 776,451 1599 § 3786 % 20725 § 5811
Moultne 3 727,670 853 % 7109 § 2019 § 9128
Odin 3 51,097 1,148 % 372 % 2051 § 24.23
Alternative #2- Based on Staff Proposed Earnings Based Support
Hale
Needed to
Provide
Stalf Proposed Access Suppori! Current Svpport
Company Suppor Lines Line/Month Rate Amount
Grafton $ 198,327 B52 & 194D § 1961 % 39.m
Gridley 3 304,253 1441 § 1760 § 2190 % 39.50
Harrisonville $ 1,090,701 19690 % 462 5 1918 §  23.80
Home 3 591,356 1,012 % 4870 % 2375 % 7045
Leaf River $ 290,237 610 $ 3965 $ 2559 65.24
Madison 3 722,499 15909 § 3765 § 2025 % 57.90
Mouitrie 3 604 156 853 § 5902 % 2019 % 7021
Cdin 3 51,649 1,146 3 376§ 2051 § 2427




Mimoss Independent Telephone Association
Andysis of Locd Service Rales ard Tolad Faypmend Jor Locd Sevice

1 Tonica
2 FC ol Lakeside
3 Leol Rrver
4 FC oA Depue
5 Yates Cily
& Grdiey
7 Gration
3 McNabb
a Fial Rock
10 FC ol Piraie
11 FC of Grion
12 Cass County
12 Home
14 LaHope
1% FC of Midland
16 Melamoa
17 ElPaso
18 F C of Schuyles
19 F O of Mircsis
20 Odin
21 Madison
27 hicDonough
Z3C-R
21 blontioce
25 hMoullhie
5 Shawnee
27 FCof Mt Pulask
78 Wabash
22 Harsonvile
30 Crossvilte
33 Benry Counly
37 Hamillon
33 Cambiidge
34 Alhanbra
35 Claksville
36 New Windsor
37 Mid Cenlury
38 Woodhut
39 Reyndds
40 Geneseo
41 Mo seifles
42 Egyplion
A3 Vida Hosne
44 Oneida
45 Adoms
2% Leonoe
47 Stelie
48 Glaslad
49 Kinsman

Numenc Average

Averoge Locdd
Service Rate
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1977
17 08
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18.29
18.08
19.18
1635
17.95
1870
17.31
17.14
1505
15.69
1533
1541
14.08
1329
13,40
13.46
12.62
12.13
12.62
1166
512
403
4.00

A Exhibit 4 Attachment 8
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Response to HTA Data Request
HTA’s First Data Request 1o 1CC Stalf
Docket Nos. 00-0233-00-0335 (Consol.)

1CC Person Responsible/ Title: Torsten Clausen/Policy Analyst
Telecommumcations Dhvision

Business Address: Whinois Commerce Commission
527 East Capitol Avenue
Sprighield, 1L 6270}

1ITA-Clausen-1.1

At page 3 of your testimony, you recommend that the appropriate funding methoddlogy for
an

1Ihinois Umiversal Service Fund should be bosed onntrastate retaill revenues. Please provide
the

total amount of Hinois intrastate revenues for oll Jocal exchange carners and interexchange

carviers certificated in 1lmois for the year 2000 based on the respechive compames’ 1CC

Annual

Reports for the year 2000 )f certain companies have not, as yel, hiled 1CC Annual Reports
for

the year 2000, please indicate the number of local exchange carriers and mferexchange
carxiers

who have not filed and for which the requested information is not available.

Response: In detepmiming the amount of Nlhineis intrastate retal revenue, Staff first reviewed
public data. The FCC recently released an annunal report, titled "State-by-State Telepbone
Revenues and Umversal Service Data”. In that report, the FCC estimates iotal 1lhinois mtrasiate
refail sevenues for 1999 at $6.307 bilion'. In excludimg the mobile wireless revenuve from that
figure, the linois intrastate refail revenue for 1999 s estimated to be at $4.382 billion.

Second, Staff compared the FCC’s estimates for 1999 with the figures for 2000, based on available
data. After reviewing annual reports of the majonty of local exchange and interexchange carmiers
cerlificaled m Hhmois, Staff estimates year 2000 Nlinois mirastale reta} revenues, excluding
wireless, to equal approxmimately $4.622 billion.

} "State-by-State Telephone Revenues and Universal Service Data”, Industry Analysis
Division/ Common Carrier Bureau, released April 2001
1




Fl

The following two examples, m which wireless revenues are excluded, illustrate the relative size of
the potential surcharge:

1) A $12 millon Hlinois universal service support fund would translate into a 0.26% surcharge on
end-user ntrastate revenues. As a result, on a $30 bill for intrasiate telecomymmications services,
this would arpount 1o a $0.078 suscharge.

2) An $8 million Hhnois umversal service support fund would translate into a 0.17% surcharge on
end-user intrasiate revenues. As a result, on a $30 i1} for intrastate telecommumcations services,
s would amount 10 $0.057 surcharge.
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Revised Summary ol Requesied IUJSF Support
Inos Srnolt Telephone Companies

2001 Federd

Requested JISF Changes Made 1o HCL Changes

Reviced Revenve

Suppert _ Iritid Fibng Froposed Requi ement
(b) ©) (@ B ) {e) |
3214786 S el 5 3118765

21.404 [15,693) 1147} 35 569
90 427 37247 194,669
£%4.278 (38.508) $557.680

- 50
LERY] (49,17 9} 3125550
16.792 th 474} 310,338
1,384,755 $1.384.265
55,536 §12 974} MZ7.562
39,485 {1.755) 337,730
1,302,620 {45,510} $1,057 110
46,564 146 564
511,775 57 44 1559219
0

30

167, 407 $367,107
4735723 {B0.F 00} 5392 823
10733 £2.316) 1108 477
0

19,363 141 319,872
FF3.4371 117 .529) 3705 912
10

677 955 4.287 3677.242

- 10
1,064,529 $1,064,579
195 750 {7,278} 4188452
633 541 3633 544

- 1o
297,391 {83,928} $213,463
263,926 438 3764, 364

R 50
726,451 €7, 245 3793 696

- 30
971,622 3971,622
70342 $70.343
354 556 3354 556
443,712 $443,212
303,204 2701 3305,905
727,670 151,308 $878,978
179,551 {7,626) $121,925
51,097 353,097
173, 440 $173,340
32,259 [8,058) 324,701
1,157,199 {221,928} $935 262
- $0
55,038 1,362 156,398
115 056 (3,252) 3114804
814,462 3814,4652
119,985 {12,428) 3107 547

- 30
314,567,114 575 2353 15345,7013 314,145,176
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1 HTA Exhibit #4, Attachment #10
Pl REVISED
3 Revised Summary of Requested IUSF Support
4 Hiinois Smali Telephone Companies
5
2001 Federal
Requested IUSF Changes Made to HCL Changes Revised Revenue
& Company Support Initial Filing Proposed Requirement
7 (a) ) (b (c) {d) (b)+He)H(d)=(e)
8
9 {Adams $214,786 ($96,021) $113,765
10 | Alhambra 21,404 {15,693) (147) $5,564
11 |Cambridge 90,427 4,242 594 569
12 {Cass County 591,278 (38,598) $552 680
13 |Clarksville - $0
14 {C-R 174,729 (49,179) $125,550
15 {Crossville 16,792 (6.474) $10,318
16 |Egyptian 1,384,265 $1,384,265
17 {El Paso 55,536 {12,974) $42 562
18 {FC of Dapue 39,485 (80,701) (1,755 $0
19 |FC of lilinois 1,102,620 (743,516) (45,510) $313,594
20 |FC of Lakeside 46,564 (39,153) §7.411
21 {FC of Midland 511,775 (101,618) 57,444 $467 601
22 1FC of Mt. Pulaski - $0
23 |FC of Crion - $0
24 \FC of Prairie 167,107 (118,131} $48,976
25 |FC of Schuyler 473523 (181,172) (80,700) $211,651
26 |Flat Rock 110,793 (2,316) $108.477
27 |Geneseo - $0
28 |Glasford 19,383 441 $19,824
28 | Grafton 223,441 (17,529 $205.912
30 | Granview - $0
31 | Gridley 622,955 (113,023) 4,287 $514,219
32 |Hamilton - $0
33 |Harrisonville 1,064,529 $1,064,529
34 |Henry County 195,730 48 836 (7.278) $237,288
35 |Home 633,541 $633,541
36 |Kinsman - 30
37 |LaHarpe 297,391 (83,928) $213,463
38 |Leaf River 263,926 438 $264,364
39 |Leonore - $0
40 |Madison 726,451 67,245 $793,606
41 {Marseitles - $0
42 |McDonough 971,622 $971,622
43 |McNabb 70,343 $70,343
44 |Metamora 354,556 $354 556
45 |Mid Century 443212 $443,212
46 |Mentrose 303,204 2,70 $305,805
47 {Meultrie 727,670 151,308 $878,978
48 |New Windsar 129,551 (7.626) $121,925
49 | Odin 51,097 $51.097
50 {Oneida 173,440 $173,440
| 51 [Reynalds 32,259 (8,058) $24,201
52 [Shawnee 1,157,180 {221,928) $835,262
| 53 [Stelle - 30
54 [Tonica 55,036 1,362 $56,398
55 JViola Home 115,056 (3.252) $111,804
_53 Wabash 514,462 $814.,462
| 57 |Woodnull 119.985 (12,438) $107,547
g8 |Yates City - S0
60| TOTAL 514,567,114 {$1,403,623) ($346,791) $12,859.671






